
information it would need to identify lines with particular definitional category. The

Commission tentatively concludes that ILECs' business records might be inadequate to

identify primary residential lines and that, therefore, the Commission should permit price cap

ILECs to use customer self-certification to identify primary residentiallines.8 Further, the

Commission seeks comment on the type of notification that would have to be given to

subscribers to elicit self-certification, the privacy issues raised by that certification, the

retention period necessary for information obtained via self-certification, and appropriate

pWlitive measures in case of false certification.

Ameritech suggests that the very questions raised by the Commission point to all the

problems associated with a customer self-certification mechanism and strongly urges the

Commission instead to adopt a "service location" definition that can be implemented by

referring to information already in customer records.s

The problems that would be created by a self-certification system are significant. First,

in order to elicit information from customers, a notification would have to be carefully drawn

in non-confusing language to define primary residential line and to explain what information is

needed from customers. It is likely that any notice that demands customer certification would

be confusing to some customers and would generate many inquiries to ILEC service centers.

In addition, the mechanism would have to accommodate those instances in which no

self-certification was obtained -- i.e., what would be the default classification in those probably

significant number of cases in which a customer did not certify? If the default classification is

8 [d. at ~~8-9.

9 Ameritech recognizes that other definitions may be suggested. in this proceeding. However, apart from the
appropriateness of the service location definition as described herein, it is the only definition that Ameritech
can implement by January 1, 1998. If any other definition or any form of self-certification were adopted, it
would require up to a year to implement. In that case, in the interim, the same charges should apply for
primary and non-primary residential lines.
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"primary," customers could simply decide not to send any certification back and all of their

lines would be classified as primary. On the other hand, if the default classification is non

primary, many customers who inadvertently failed to respond would be inappropriately

charged a higher SLC charge.

Further, as the Commission noted, obtaining information from the customer in this

process at least raises questions of customer privacy.

Also, self-certification involves the substantial cost of accumulating, processing, and

retaining this additional information. As the Commission noted, there is a question as to how

long the information would need to retained for audit and verification purposes.

Finally, customer self-certification gives the customer the opportunity to certify falsely

and requires that the Commission deal with the issue of what punitive action should be taken

as a result. Ameritech suggests that, if at all possible, the Commi~sicnsheuld avoid creating a

situation that puts the customer into a position of potentially making intentionally false

statements and being penalized therefor.

B. A "Service Location" Definition Is the Most Reasonable.

The serious problems with customer self-certification leads Ameritech to suggest a more

easily administerable definition. Specifically, Ameritech suggest that the Commission adopt a

"service location" approach to the definitions of primary and non-primary residential line.

That is, the first residential line at a given service location would be the primary residential

lines. All subsequent residential lines installed at that location would be classified as non

primary. This definition would apply regardless of the number of bills or billed parties at a

particular service location. This system would be unambiguous and easy to administer, not

susceptible to manipulation, non-intrusive, fair and consistent with universal service policy.

5



First, the definition would be unambiguous and easy to administer. Currently, at least

in the case of Ameritech, telephone company records can consistently identify initial and

subsequent lines into the same service location. At that point it would be a simple matter of

coding the initial line as primary residential line and all subsequent lines as non-primary for

the purposes of SLC and PICC application. Moreover, the potential customer confusion

surrounding self-certification would be completely absent; the cost of administering a self

certification program, with its mailings and forms, would be eliminated; and, since line status

would be based on information already in ILEC records, no special record retention would be

required for audit or verification purposes.

Second, since the classification would be based on an objective and easily verifiable

standard, it would not be susceptible to "gaming" by subscribers. Under the service location

d.efinition, customers could not obtain several primary residential lines at the S<:4me loc<:4ticn by

simply ordering additional lines in the names of spouses, children, etc.

Third, the definition would be non-intrusive. It would not require the customer to

certify to anything or to analyze or explain relationships among persons residing at the same

location, thus completely eliminating the privacy issues associated with self-certification. And,

there would be no issue of potential punitive action against a customer that falsely self

certifies.

Fourth, the definition is fair and consistent with universal service principles. Clearly,

the purpose of charging a lower SLC rate on a primary residential line is to ensure that all

consumers have affordable access to telephone service. Consistent with that principle,

universal service goals are met when consumers have access to one line at a service location.

\\'hile some might argue that separate individuals should each be entitled to his or her own

primary line, this should not be a universal service policy goal that should be subsidized by
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other users. For example, roommates could decide to have separate lines because it is easier

for each person to keep track of his or her own telephone usage, but there is no reason that

other customers should subsidize that convenience. If there are multiple lines at a given

location, only one line should be considered to be the primary line for the application of the

lower SLC rate. And the simplest and fairest way to determine which line qualifies is to make

it the first or earliest line installed.

In the case of resale, an additional benefit of the "service location" definition is that,

once the line is identified as a residential line, the reseller would not need to deal with

customer representations as to whether the line is primary or not. In the case of Ameritech,

the system would automatically determine that status based on whether the line was the

initial or subsequent line to a given service location. In other words, this definition would

relieve resclkre of any burden associated with customer certification.

On the other hand, the Commission correctly concluded that the national data base

proposals of Teleport and MFS were more burdensome than any potential benefit could justify

and that Teleport's proposal to use county and municipal records was administratively

burdensome. to Obviously, implementation of a service location definition would eliminate any

national data base or municipal records issues.

Thus, contrary to the Commission's tentative conclusion, using service location as the

basis for defining primary residential lines recognizes that ILEC records contain sufficient

information to implement a reasonable definition and that customer self-certification would be

many times more burdensome, both to the carrier and its customers. l1

10 NPRM at ~~12.13.

!l NPRM at ~9.
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In response to the Commission's specific request,12 Ameritech estimates that, based on

the "service location" criteria, approximately 14% of its residence lines would be classified as

non-primary.

II. NO PROXY MODEL IS NECESSARY FOR VERIFICATION.

The Commission asks whether Hatfield model estimates should be used to verify the

number of primary residential lines served by price cap ILECsY The answer is no.

The Hatfield model (or any other model) that uses estimation techniques will, by

definition, produce an inferior result to actual ILEC counts of primary and non-primary lines.

.. Any differences between the model and the reported line count should be presumed to be due

to an error in the model, not to an inaccuracy in ILEC reported amounts. Therefore, where

actual data is available, the Commission should use it and refrain from relying on mere

estimates. That is especially true where ILEC counts are both available and easily auditable

by an analysis of actual service records -- as would be the case with Ameritech's proposed

"service location" method.

In addition, presumably ILECs will report primary and non-primary lines on a state

wide basis, not at the CBG level. The Hatfield model results would have to be aggregated to

the state-wide level in order to be compared to the ILECs' reported line counts. Thus, any

systematic errors in the model (either underestimating or overestimating) at the CBG level

would be magnified when aggregated to the state wide level.

Generally, audits are performed by randomly sampling ILEC records and verifying that

the information contained in the records is consistent with what the ILEC reported. There is

12 NPRM at ~7.

IJ NPRM at ~19.
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no reason that this same procedure cannot be used to audit ILEC-reported primary and non-

primary line counts, if necessary. Neither the Hatfield model nor any other proxy model would

add any value in this regard.

IV. NO ADDITIONAL ENFORCEMENT PROVISIONS ARE NECESSARY.

The Commission inquired as to whether the Commission's current authority under the

Communications Act and the provisions of Title 18 of the U. S. Code are sufficient to deter

fraud or misrepresentation by carriers or consumers that may arise under the customer self-

certification approach. 14 Obviously, as noted above, one of the benefits of Ameritech's

"- proposed "service location" definition of primary residential line is that there is no need to deal

with any enforcement actions against customers for false self-certification. With respect to

carrier misrepresentation, the Commission's authority is well-established and there is no need

to treat the "threat" of carrier misconduct in this case differently from carrier misconduct in

any other case.

V. THE COMMISSION SHOULD NOT PRESCRIBE CONSUMER DISCLOSURE
LANGUAGE.

The Commission has sought comment on a specific disclosure statement that might be

made by ILECs concerning SLCs for primary and non-primary residentiallines. 15 Ameritech

suggests that the Commission need not specify the language of any such notice. ILECs are

already familiar with the Commission's general notification requirements16 and have been

making customer notifications for some time .- e.g., whenever there has been an authorized

14 NPRM at ~20.

15 NPRM at ~22.

\6 §61.58(a)(41 of the Commission's rules.
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SLC increase (for those ILECs whose SLCs may have been below the cap). Thus, the

Commission should permit ILECs to provide customer notification in any reasonable manner.

This will permit carriers the flexibility to make the notification in a manner that is most clear

and understandable given a carrier's experience with its customers.

VI. CONCLUSION.

In light of the foregoing, Ameritech requests that the Commission adopt reasonably

workable definitions of various line categofies for the application of SLCs and PICCs. In

particular, Ameritech requests that the Commission provide clarification that the definition of

... single-line business line permits an ILEC to treat reseller service to the same business

customer as a multi-line situation. In addition, Ameritech strongly recommends that the

Commission adopt a "service location" approach for defining primary and non-primary

residential lines.

Respectfully submitted,

Michael S. Pabian
Counsel for Ameri tech
Room 4H82
2000 West Ameritech Center Drive
Hoffman Estates, IL 60196-1025
(847) 248-6044

Dated: September 25, 1997
~ MS PO064a.docJ
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Attachment C

Exogenous Cost Adjustments

Base Allocation Factor (BAF) As a result of transitioning to 25% interstate loop allocation, Parts 36 and 69
were used to calculate incremental basket revenue requirement at 11.25%. (TR 525 filed 4/91, TR 617 filed
4/92, TR 702 filed 4/93).

Dial Equipment Minutes (OEM) As a result of OEM factor transition, Parts 36 and 69 were used to calculate
incremental basket revenue requirements at 11.25%. (TR 525 filed 4/91, TR 617 filed 4/92, TR 702 filed
4/93).

Excess Deferred Tax (EOn Incremental interstate revenue requirement calculated at 11.25% , allocated
to baskets based on percentage of taxes for the base period. (TR 617 filed 4/92, TR 702 filed 4/93, TR 787
filed 4/94, TR 882 filed 4/95, TR 961 filed 4/96, TR 1106 filed 6/97).

SFAS 106 Adjustment to revenue requirement due to change in SFAS 106. (TR 702 filed 4/93).

Long Term Support Payments Change in long term support obligation based on common line revenue
requirement. (TR 617 filed 4/92, TR 702 filed 4/93, TR 787 filed 4/94, TR 882 filed 4/95, TR 961 filed 4/96,
TR 1106 filed 6/97).

Investment Tax Credit (ITC) Change in Investment Tax Credit Amortization compared to prior year. (TR
617 filed 4/92, TR 702 filed 4/93, TR 787 filed 4/94, TR 882 filed 4/95, TR 961 filed 4/96, TR 1106 filed
6/97).

Telecommunications Relay Service ITRS) Change in obligation for TRS compared to prior year. (TR
791 filed 4/94, TR 882 filed 4/95, TR 961 filed 4/96, TR 1106 filed 6/97).

Regulatory Fees Exogenous adjustment to account for regulatory fees. (TR 882 filed 4/95, TR 961
filed 4/96, TR 1106 filed 6/96).

Reserve Deficiency Amortization (RDA) Removal of revenue requirement at 11.25% associated
with the amortization expiration. (TR 617 filed 4/92, TR 702 filed 4/93).

Inside Wire Amortization Removal of common line revenue requirement at 11.25% associated with
the expiration of inside wire amortization. (TR 617 filed 4/92, TR 702 filed 4/93).

General Support Facilities (GSF) Parts 36 and 69 used to reallocate revenue requirement among
baskets and billing and collection at 11.25%. (TR 717 filed 6/93).

800 Database Services Introduction of 800 database services based on fully distributed costs. (TR
705 filed 4/93). Partial disallowance of prior cost study (TR 1028 filed 11/97).

Payphone Equipment Deregulation Part 69 used to develop a pay telephone allocator equal to the pay
telephone revenue requirement divided by total common line revenue requirements. This allocator then
applied to the basket revenue (TR 1055 filed 4/97).

Other Billing and Collection
5/97).

Part 36 rule change based on revenue requirement at 11.25%. (Letter filed

L1DB Transfer of L1DB costs to the Database category based on rates times demand. (Letter filed 5/97).

Miscellaneous Accounting adjustments made per Commission agreement or Order. Accounting
Reclassification (TR 882 filed 4/95). Consent Decree Compliance (TR 1042 filed 12/96).


